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Abstract   
This study examines the content of concise reports in Australia to ascertain whether 
deficiencies identified by ASIC in 1999 have been rectified.  Second, the concise reports 
are compared with the full financial report to establish if the presence of a concise report 
has in any way altered the full financial report.  Third, the discussion and analysis (D&A) 
section required in the concise reports is examined to provide descriptive evidence on its 
content.  Although several shortcomings identified by ASIC in concise reports for 1999 
have been resolved for 2000, role confusion surrounds the concise and full financial 
reports. It appears that, for many companies, AASB 1039 has resulted in the concise 
report becoming the full financial report.   
 
 
This study has three objectives. First, the content of concise financial reports in Australia is 
examined to ascertain whether deficiencies in them identified by the Australian Securities and 
Investment Corporation (ASIC) in 1999 have been rectified. Second, the concise reports are 
compared with the full financial report to establish whether the presence of a concise report has 
altered the full financial report.  Third, the discussion and analysis (D&A) section required in the 
concise reports is scrutinised to provide descriptive evidence on the content, prior to comparing it 
with similar narrative matter in the full financial report. 
 
The purpose of AASB 1039 Concise Financial Reports is to provide shareholders “with 
information relevant to evaluating the business, without providing them with fully detailed 
accounting disclosures” (s. 3.1.1).  In 2000, ASIC conducted a review of selected concise reports 
for the 1999 financial year. The review identified six shortcomings of concise reports for that year, 
the results being published in June 2000 in media release 00/265. 
 
Further, AASB 1039 requires also that the concise report contain a D&A section to compensate 
for the brevity of the report.  The D&A is required to reflect the major factors affecting the firm’s 
financial performance and position, together with its financing and investing activities.  However, 
the inherent difficulty associated with auditing the D&A in concise financial reports is why many 
stakeholders opposed the introduction of AASB 1039 in its present form1, 2 , and why s. 314(3) of 
the Corporations Law Economic Reform Package (CLERP) 1999 was introduced.  
 
This sub-section attempted to reduce both the ambiguity and harshness of the audit requirement 
as it pertains to the D&A within concise reports generally and the more difficult D&A projections in 
particular. It was also intended to enhance the meaningfulness of statements made in a D&A 
(Institute of Chartered Australian Accountants 1999). To this end, auditors were not required to  
“audit the detail contained in the discussion and analysis section; however the auditor is required 
to report whether the discussion and analysis statement does comply with AASB 1039” (Reilly et 
al  2000).3 
 
A management discussion and analysis (MD&A) has been mandatory in annual reports prepared 
by US and Canadian companies since 1980 and 1989 respectively.  In relation to the Canadian 
experience, Clarkson et al (1999) attest to the usefulness of the MD&A, the value of which 
includes providing “new and useful information” for financial analysis purposes (p. 111). In 
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addition, information contained in the MD&A, in particular prospective disclosures, can facilitate 
the prediction of a firm’s future performance (Barron et al 1996, Bryan 1997).  In Australia, the 
federal government’s company law reform package CLERP 9 has recommended a mandatory 
operating and financial review (OFR) for listed companies and the International Accounting 
Standards Board (IASC) intends to issue a standard on the topic (G100 2003). 
 
It appears that several shortcomings identified by ASIC in concise reports for 1999 have been 
resolved for 2000.  However, certain difficulties remain. For example, the titles assigned to 
concise and full financial reports are neither consistent nor mutually exclusive. It appears that for 
many companies AASB 1039 has resulted in the concise report becoming the full financial report.  
A third of the companies examined now provide a full financial report, which often contains only 
financial statements and notes with no directors’ report.4  
 
The comparison of the concise report with the full financial report reveals that their roles are 
unclear and perhaps reversed. At times, the only way to be sure that a concise report is indeed 
that is to refer to the independent auditor’s report. The concern is whether this is the intended 
purpose of the standard as in many instances, concise reports are larger than the full financial 
reports from which the former are derived.5 The comparison of the D&A section in concise 
reports with narrative matter contained in full financial reports shows that even though the 
concise reports were found to contain such a section, only rarely did the same information appear 
in the company’s full financial report.   
 
 
INSTITUTIONAL FRAMEWORK 
 
 
Under section 314 of the Corporations Law, companies have the option of sending their members 
either a concise or full financial report.  Specifically, section 314(2) states that an entity may 
report to its members by sending either copies of a financial report, directors’ report and auditor’s 
report; or a concise report prepared in accordance with AASB 1039, a directors’ report and a 
statement by the auditor.6 A D&A section is required within the concise report to ensure that 
shareholders are kept fully informed even though they are receiving a shorter report.  
 
This reform brings Australia into line with several overseas jurisdictions governed by similar 
corporate regulations. For example, the US permits major companies to forward a summary 
financial report to their shareholders, while filing a full report with the Securities and Exchange 
Commission. The US view is that the full annual report “overwhelms the ability and willingness of 
many audiences to read and understand it while the cost to produce and distribute this 
communication continues to escalate, far out of proportion to its value” (Cook and Sutton 1995, p. 
20).  
 
Cook and Sutton (1995) herald the summary annual report as a cure for information overload.7 
Further, the Australian experience mirrors that of the US in that the often-cumbersome full 
financial report attempts to satisfy the diverse needs of its many user groups. Hence, regulators 
recognised the need to allow for flexibility in the US financial reporting process so that the needs 
of all users — from individual investors to security analysts — are met more effectively. 
  
Concise reporting Australia is intended to benefit shareholders by highlighting the information that 
is of the greatest interest to them — a notion which is consistent with SAC 3 Qualitative 
Characteristics of Financial Information. This statement calls for the inclusion of relevant and 
reliable information in financial reports. Indeed, the intention of the concise reporting 
requirements is to provide “report users or shareholders with relevant information for assessing 
the entity's business without the detailed accounting disclosures in a full financial report” 
(Australian CPA, September 2000, p. 19).  
 
Shareholders requiring a fuller understanding of any matters arising from the concise report are 
entitled to ask the company for a full financial report, directors’ report and auditor’s report free of 
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charge (section 316 of the Corporations Law). However, in July 2000, the Australian 
Shareholders’ Association (ASA) reported receiving complaints from a number of shareholders 
who had been unable to obtain these documents. The ASA experienced similar difficulties 
gaining access to the reports. The association also received numerous shareholder protests in 
relation to other aspects of concise reports.  For example, many members did not know they 
were receiving a concise report, as some were labelled on the cover as annual reports or annual 
reviews.  Further, many shareholders did not realise that they were legally entitled to request full 
financial reports from the company.  
 
 
RESEARCH METHOD 
 
 
The first research question calls for an examination of the content of concise reports in Australia 
to ascertain if deficiencies identified by ASIC in 1999 have been rectified. Specifically, ASIC 
conducted a review of selected concise reports for the 1999 financial year, the results of which 
were published in June 2000 in media release 00/265. This review is repeated for the year 2000 
to identify if the following deficiencies have been remedied.8  
• Does the concise report state that it is not a full financial report? 
• Does the concise report contain a D&A section? 
• Does the concise report state that the shareholder can obtain a full financial report free of 
charge? 
• Does the concise report state that the shareholder can obtain an independent audit report, 
also free of charge? 
• Does the concise report acknowledge its own limitations? 
• Does the concise report acknowledge that it is derived from the full financial report? 
 
Second, the concise reports are compared to the full financial reports to establish whether the 
presence of the former has altered the latter. Under the standard on concise reporting, financial 
statements and disclosures in the concise report must be consistent with the full financial report.  
Therefore, the second research question investigates the structure and content of full financial 
reports of adopting companies and compares these aspects with those of concise reports. This 
includes consideration of whether the full financial report contains a D&A and, if so, whether it is 
merely extracted from the concise report. 
 
The final research question involves comparing the D&A in the concise report to similar explanatory 
material in the full financial report.  AASB 1039 is founded on a view that concise reports can give 
shareholders “information relevant to evaluating the business, without providing them with fully 
detailed accounting disclosures” (s. 3.1.1).  The aim of the D&A section is to compensate for this 
brevity, by considering the major factors affecting the firm’s financial performance and position, 
together with its financing and investing activities.  The issue of whether companies voluntarily 
include a D&A in the full financial report is addressed. Where appropriate, the D&A sections in both 
documents are compared in terms of both quantity and content.  Comments are categorised as 
relating to one of the three financial statements — profit and loss statement, balance sheet and 
statement of cashflows.9 The amount of narrative material is measured by sentences, unless 
greater than or equal to five pages, when the unit of measure is pages.10  
 
 
DATA  
        
 
The data-collection process involved the acquisition of concise reports from firms drawn from the 
top 300 publicly listed Australian firms by market capitalisation.11 The potential sample size is 
reduced (see Table 1) by certain exclusions, such as listed property trusts, listed investment 
trusts and trustee companies. These entities were excluded because listed trusts are subject to 
additional mandatory accounting requirements12 which may affect their accounting policy and 
disclosure decisions.  
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Companies that issued concise reports to shareholders for the year 2000 were identified by visiting 
the ASX website (www.asx.com.au) and in particular the past announcements for each company. 
As well, the corporate websites of the largest 243 firms were examined; if no statement was 
included about a concise report, the companies were contacted and asked whether concise reports 
were issued. 
 
Copies of concise reports were requested from the companies concerned. For the small number of 
companies that did not respond, the reports were downloaded from corporate websites. The final 
sample consisted of 58 of the 243 firms identified from the top 300 companies of the BRW 500. 
Using the entire top 500 publicly listed firms would have yielded only 13 additional concise reports 
for the sample.  This is illustrated in Table 2, which shows the distribution of concise reporting 
among the BRW 500. 
 
 
[TABLES 1 AND 2 ABOUT HERE] 
 
 
RESULTS 
 
 
Research Question 1: ASIC review of concise reports 
Examination of the concise reports for 58 of the top 243 publicly listed Australian companies 
shows that many of the weaknesses previously detected by ASIC are no longer an issue. For 
example, every company in the sample states that the concise report is not a full report, and 
incorporates a D&A section in the concise report. 
 
Similarly, all but one firm states that the shareholder is entitled to a copy of the company’s full 
financial report and acknowledges that the concise report is derived from the full financial report.  
Further, only four companies fail to acknowledge that the concise report “does not, and cannot be 
expected to, provide as full an understanding” as the full financial report.  Frequently, this 
information is provided in fine print in an obscure part of the concise report.  
 
Table 3 shows that fewer than half of the sample firms (26 companies) state that the shareholder 
is also entitled to request a copy of the independent audit report.  Six firms fail to state that the 
full financial and independent audit reports can be acquired free of charge.  In addition, the 
concise and full financial reports are each identified by 11 separate but not mutually exclusive 
titles. For example, some companies referred to their full financial reports as annual reports while 
other firms used this term to describe their concise reports. Often, referring to the independent 
audit report is the only way to ascertain the identity of the report. 
 
Although all companies include a D&A section in their concise reports, only eight firms have a 
similar section in their full financial reports. Three of these companies use the same D&A in both 
reports. Similar to financial report titles, six different terms are used to identify the D&A.  Each 
concise report also incorporates a directors’ report, while only 33 firms include the directors’ 
report in the full financial report. 
 
  
[TABLES 3 AND 4 ABOUT HERE] 
 
 
Research Question 2: Characteristics of full financial reports of adopting companies 
In many instances, concise reports are larger than the corresponding full financial reports — and 
there is an impression of the concise report and full financial report being substituted for one 
another. The structure of the full financial reports produced by sample firms is summarised in 
Table 4. 
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Regulators may be interested in the fact that one-third of all companies preparing concise and full 
financial reports (19 of the 58) include only financial statements and notes in the latter. A further 
17 of the 58 add the directors’ report.  Only 18 firms incorporate two or more other items with the 
financial statements and notes in their full financial reports.  Half of these companies (nine firms) 
replicate this explanatory material in their concise reports. Ultimately, only 11 sample firms 
provide narrative material in their full financial reports that can be compared with the D&A 
sections in their concise reports.  
 
 
Research Question 3: Comparing narrative material in concise and full financial reports 
One-third of the companies (19 of the 58) include only financial statements and notes in the full 
financial reports, so there is no narrative material to compare.  Of the 58 firms, 26 are excluded 
from the comparison because the narrative material in their full financial reports also appears in 
the concise reports.13 Table 5 reports on the 11 sample firms that have narrative material in their 
full financial reports that can be compared with the D&A in their concise reports. This material 
was always in the front portion of the full financial report, with the review of operations, the 
chairman’s letter and the directors’ report. 
 
  
[TABLE 5 ABOUT HERE] 
 
 
Among the 11 companies compared, most have greater disclosures with respect to the profit and 
loss statement and balance sheet than in for the statement of cashflows. Similarly, the overall 
quantity of disclosure is greater in full financial reports than in their concise counterparts. 
However, the disclosures of three firms strongly influence this finding.  These firms duplicate their 
extensive mandatory disclosures for the US Securities and Exchange Commission in their 
Australian full financial reports and account for about half of the disclosures in the full financial 
reports of the 11 companies. 
  
It appears that a trading of places may have occurred between the concise and full financial 
reports. For instance, although the directors’ report appears in the concise report of every 
member firm, it appears in just over half of the full financial reports. In addition, while the full 
financial reports of just under one-third of the sample choose to include only a directors’ report 
with the financial statements and notes, only one of these firms does not include the same 
information in the concise version of the report.  Further, in only 11 firms did the full financial 
report incorporate an explanation of the accounts, enabling a comparison with the D&A contained 
in the concise version. The fact that only 58 companies in the top 243 issued a concise report is 
an interesting result in itself.   
 
CONCLUSION  
 
 
AASB 1039 states that companies can opt to send their members concise reports which contain 
sufficient financial information to evaluate the business whilst omitting detailed accounting 
disclosures. However, the results of this study reveal a concise report that is considerably larger 
than its full counterpart, even though the former is apparently derived from the latter. A third of 
the companies examined now provide a full financial report, which often contains only financial 
statements and notes with no directors’ report.  
 
One of the main aims of including a D&A section in concise reports was to compensate for the 
brevity expected to characterise these documents. Companies seem to have interpreted the 
standard as authority for excluding notes to the accounts from the concise reports, often the only 
information missing.  In fact, the full financial reports of two-thirds of the companies included only 
financial statements and notes. For half of these firms, the only accompanying narrative material 
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was a directors’ report. Although the concise reports contained D&A sections, only rarely did the 
same information appear in the full financial reports.  MD&As are mandatory in Canadian and US 
annual reports and are strongly encouraged by other western nations including New Zealand and 
the United Kingdom. 
  
A number of limitations are inherent in this study. First, the only channel of disclosure examined 
is that of corporate financial reports. In addition, only the quantity and format of disclosure are 
considered, rather than the nature and quality of the content. Second, the sample size of 58 firms 
is quite small. However, this does constitute the entire population of firms issuing concise reports 
in the subset of the top 243 publicly listed Australian corporations. By extending the survey to the 
top 500 firms, only 13 more companies would be added to the sample. However, the fact that 
only 58 companies in the top 243 issued a concise report is an interesting result in itself.  Finally, 
the evidence presented is purely descriptive in nature.  
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of Technology (QUT). The authors acknowledge the helpful comments of two anonymous 
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NOTES 
 
 
1 For example, the Group of 100 (G100, an association of senior accounting and finance 
executives representing major public and government-owned enterprises) was dissatisfied with 
the requirement to audit the D&A in concise reports. Hence, this group supported the inclusion of 
a D&A in the annual report but not the concise report, as the former would not be subject to audit. 
Fear of litigation on the part of auditors and directors, with respect to projections included in the 
D&A, is cited as one reason for corporate reticence to prepare concise reports at all (ASCPA 
1999).  
 
2 Auditing of the concise report is required by section 314(2) of the Corporations Law. Sub-
section (3) of the same section indicates the extent to which the controversial D&A of the concise 
report must be audited. In this regard. Appendix 3 (Summary of the Audit Reporting 
Requirements of the Corporations Law) of AUS 702 The Audit Report of General Purpose 
Financial Reports provides guidance to the audit of concise reports. 
 
3 Section 314(3) states that an auditor must report on whether this section complies with the 
requirements set out in the relevant accounting standards for D&A.  The auditor need not 
otherwise audit statements made in the D&A. However, many interested parties believe that the 
amendment was unsuccessful, principally because the requirements for a D&A in AASB 1039 are 
so broad. Some argue that while section 314(3) clarifies a minimum level of disclosure, it is 
almost impossible to isolate those disclosures within the D&A section that are in fact outside the 
scope of the audit.  
 
4 Section 292 of the Corporations Law requires a financial report and directors’ report to be 
prepared each year. The content of the annual financial report is required to include a director’s 
declaration but not a directors’ report (section 295). Section 314 requires a concise or full 
financial report to be sent to members each year. Therefore, it would appear that companies are 
required to either (a) send a full report which consists of a financial report, directors’ report, and 
auditor report, or (b) send a concise report which consists of a concise report, directors’ report 
and auditor’s statement. The regulation does not say that the full financial report must contain a 
directors’ report if the concise report is sent in the first instance. 
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5 This observation is still valid, despite the fact that the concise reports often do not contain notes 
to the accounts, unlike the full financial reports. Rather, this is often one of the few items included 
in the latter.  Further, the results in Table 5 do not contradict this observation. These findings only 
pertain to narrative material, with respect to three topics (profit and loss, balance sheet, 
cashflows).  
 
6 The statement must indicate that the financial report has been audited and whether, in the 
auditor’s opinion, it complies with accounting standards.  
 
7 Similarly, the United Kingdom also sanctions summary financial reporting to shareholders.   
 
8 The presence of directors’ reports in concise and full financial reports, as well as the titles of 
those reports, are also investigated. 
 
9 Annual reports for periods ending on or after 1 July 2000, will contain the newly entitled 
statements of financial performance, statements of financial position and statements of cashflows 
respectively.  
 
10 To provide a benchmark for comparison, 5% of the sample was randomly selected (resulting in 
the identification of three firms) for the purposes of calculating the mean number of sentences 
disclosed on a page of narrative material. It was found that 37 sentences of discussion appear on 
an average page.  
 
11 The Top 500, published annually by Business Review Weekly, ranks the 500 largest Australian 
and New Zealand public companies (by market capitalisation) listed on the ASX. Hence, the 
sample is drawn from this document. 
 
12 For example, listed property trusts must also comply with chapter 13 and appendix 4B of the 
ASX Listing Rules.  
 
13 One firm produced the concise report and full financial report in one document so this firm was 
not included in the comparison. In the full financial report of one firm the only narrative material is 
a risk management report which is very dissimilar to a D&A and therefore is unable to be 
compared.  
 
14 Thirty-three companies incorporate a directors’ report in the full financial report, leaving 25 
firms that do not. However, all sample firms included a directors’ report in the concise report. 
 
15 A total of eight of the 58 sample firms incorporate a D&A in the full financial report.  Of those, 
three companies include the same D&A in their concise and full financial reports. 
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TABLE 1: SAMPLE 
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Potential sample firms — Top 300 300 
Less firms ineligible for sample:  
Funds 4 
Investment trusts 4 
Property trusts 24 
Trusts 11 
Trustee company 1 
New Zealand  listed companies 10 
Papua New Guinea listed companies 2 
United Kingdom listed companies 1 
 
Total firms ineligible for sample 57 
 
Remaining potential sample firms 243 
 
Firms not issuing concise report 185 
 
Final sample size 58 
 
 
 
 
TABLE 2: BRW 500 FIRMS ISSUING CONCISE REPORTS 
 
BRW ranking Firms with concise report
1-50 29
51-100 11
101-150 7
151-200 4
201-250 3
251-300 4
301-350 1
351-400 4
401-450 1
451-500 7
 
Total 71
 
 
 
TABLE 3: EXAMINATION OF CONCISE REPORTS 
 
Features of concise report 
Panel A Result    
Original ASIC review issues 
 Yes No Total
(i)   States that it is not a full financial report 58 0 58
(ii)  Contains a D&A  58 0 58
(iii) States that shareholder can get full financial report 57 1 58
(iv) States that shareholder can get independent audit report 26 32 58
      (iii) and (iv) States that full financial and                                        
independent audit reports can be obtained free of charge  52 6 58
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(v)  Acknowledges its own limitations 54 4 58
(vi) Acknowledges that it is derived from full financial report 57 1 58
   
Panel B   
Titles of  documents 
Number of different 
titles  
Title of Full Financial Report 11   
Title of Concise Report 11   
Title of D&A in Concise Report 6   
 
 
Most common title      
Financial Report 26   
Concise Annual Report 15   
Discussion & Analysis 47   
Second most common title    
Full Financial Report 9   
Annual Report 14   
Management D&A 5   
 
 
 
 
 
 
 
TABLE 4: STRUCTURE OF FULL FINANCIAL REPORTS 
 
Contents of full financial report No. of reports Percentage 
Financial statements and notes only 19 33% 
   
Financial statements and notes   
plus directors' report14 17 29% 
   
Financial statements and notes  3 5% 
plus one other item — not directors' report  
: D&A 1  
: Risk management report 1  
: Operating/financial review 1  
   
Financial statements and notes  5 9% 
Plus two other items  
:D&A & directors' report  3  
:Financial commentary & highlights 1  
:D&A & corporate information15 1  
   
Financial statements and notes  13 22% 
plus three or more other items  
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Concise and full financial report in same 1 2% 
document  
   
Total firms 58 100% 
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TABLE 5: EXAMINATION OF NARRATIVE MATERIAL IN FINANCIAL REPORTS 
 
    
Narrative 
 
Full report 
  
Concise report 
 
Which is largest?  
 
  Firm name  
Number of 
Sentences 
(Unless 
otherwise 
indicated) 
Number of 
Sentences 
(Unless 
otherwise 
indicated)  
1 Graincorp Profit and loss 14 15 Concise report 
    Balance sheet 3 17 Concise report 
    Cashflow statement 0 7 Concise report 
2 
Cable and 
Wireless Optus Profit and loss 185 20 Full report 
    Balance sheet 4 6 Concise report 
    Cashflow statement 14 15 Concise report 
3 AJ Lucas Profit and loss 1 5 Concise report 
    Balance sheet 0 9 Concise report 
    Cashflow statement 0 4 Concise report 
4 BHP Profit and loss 9.25 pages 21 Full report 
  (SEC) Balance sheet 36 11 Full report 
    Cashflow statement 15 6 Full report 
5 Coles Myer Profit and loss 97 32 Full report 
    Balance sheet 54 4 Full report 
    Cashflow statement 7 8 Concise report 
6 
Commonwealth 
Bank Profit and loss 7.5 27 Concise report 
    Balance sheet 5 31 Concise report 
    Cashflow statement 0 0 Same 
7 Fosters Brewing Profit and loss 107 4 Full report 
    Balance sheet 22 14 Full report 
    Cashflow statement 10 5 Full report 
8 Telstra Profit and loss 29.25 pages 23 Full report 
  (SEC) Balance sheet 65 27 Full report 
    Cashflow statement 68 21 Full report 
9 
Westpac Banking 
Corporation Profit and loss 6.75 pages 24 Full report 
    Balance sheet 88 15 Full report 
    Cashflow statement 0 0 Same 
10 Mayne Nickless Profit and loss 109 11 Full report 
  (SEC) Balance sheet 6 17 Concise report 
    Cashflow statement 0 15 Concise report 
11 
National Australia 
Bank Profit and loss 15.25 pages 19 Full report 
    Balance sheet 10 pages 13 Full report 
    Cashflow statement 0 3 Concise report 
 
